AN ACT

RELATI NG TO TAXATI ON; PROVI DI NG FOR THE REDUCTI ON OF O L AND
GAS SEVERANCE TAX AND O L AND GAS EMERGENCY SCHOOL TAX RATES
DURI NG CERTAI N LOW PRI CE PERI ODS FOR O L AND NATURAL GAS
PRODUCED FROM STRI PPER WELL PROPERTI ES; CHANG NG CERTAI N
PROVI SI ONS FOR WELL WORKOVER PRQJECTS AND THE RATE OF THE AL
AND GAS SEVERANCE TAX APPLI CABLE TO NATURAL GAS AND O L
PRODUCTI ON FROM SUCH PRQJECTS; AMENDI NG SECTI ONS OF THE NMSA

1978.

BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 7-29-2 NVSA 1978 (being Laws 1959,
Chapter 52, Section 2, as anended) is anended to read:
"7-29-2. DEFINITIONS.--As used in the Gl and Gas
Severance Tax Act:
A.  "comm ssion", "department", "division" or "oi
and gas accounting division" neans the taxation and revenue
departnment, the secretary of taxation and revenue or any
enpl oyee of the departnment exercising authority lawfully
del egated to that enpl oyee by the secretary;
B. "production unit" neans a unit of property
desi gnated by the departnment from which products of conmmon
ownership are severed
C. "severance" neans the taking fromthe soil of
any product in any manner what soever; HTRC/ HBs
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D. "value" neans the actual price received for
products at the production unit, except as otherw se provided
in the Gl and Gas Severance Tax Act;

E. "product" or "products" neans oil, natural gas
or liquid hydrocarbon, individually or any conbination
t hereof, or carbon di oxi de;

F. "operator" means any person:

(1) -engaged in the severance of products
froma production unit; or

(2) owning an interest in any product at the
time of severance who receives a portion or all of such
product for his interest;

G "primary recovery" neans the displacenent of
oil and of other |iquid hydrocarbons renoved from natural gas
at or near the wellhead froman oil well or pool as
classified by the oil conservation division of the energy,

m neral s and natural resources department pursuant to

Paragraph (11) of Subsection B of Section 70-2-12 NVSA 1978
into the well bore by nmeans of the natural pressure of the oi
wel |l or pool, including but not limted to artificial lift;

H.  "purchaser” neans a person who is the first
purchaser of a product after severance froma production
unit, except as otherwi se provided in the G| and Gas
Severance Tax Act;

I. "person" means any individual, estate, trust,
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receiver, business trust, corporation, firm co-partnership,
cooperative, joint venture, association or other group or
combi nation acting as a unit, and the plural as well as the
si ngul ar nunber;

J. "interest owner" neans a person owni ng an
entire or fractional interest of whatsoever kind or nature in
the products at the tinme of severance froma production unit,
or who has a right to a nonetary paynment that is determ ned
by the val ue of such products;

K. "new production natural gas well" neans a
produci ng crude oil or natural gas well proration unit that
begins its initial natural gas production on or after My 1,
1987 as determ ned by the oil conservation division of the
energy, mnerals and natural resources departnent;

L. "qualified enhanced recovery project", prior
to January 1, 1994, neans the use or the expanded use of
carbon di oxi de, when approved by the oil conservation
di vision of the energy, mnerals and natural resources
departnment pursuant to the Enhanced O Recovery Act, for the
di spl acement of oil and of other |iquid hydrocarbons renoved
fromnatural gas at or near the wellhead froman oil well or
pool classified by the oil conservation division pursuant to
Paragraph (11) of Subsection B of Section 70-2-12 NVSA 1978;

M "qualified enhanced recovery project”, on and

after January 1, 1994, neans the use or the expanded use of
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any process approved by the oil conservation division of the
energy, mnerals and natural resources departnment pursuant to
t he Enhanced G| Recovery Act for the displacenment of oil and
of other |iquid hydrocarbons renoved fromnatural gas at or
near the wellhead froman oil well or pool classified by the
oi | conservation division pursuant to Paragraph (11) of
Subsection B of Section 70-2-12 NMSA 1978, other than a
primary recovery process; the termincludes but is not
limted to the use of a pressure maintenance process, a water
fl oodi ng process and inmmscible, mscible, chemcal, thernal
or biological process or any other rel ated process;

N. "production restoration project" nmeans the use
of any process for returning to production a natural gas or
oil well that had thirty days or |ess of production in any
period of twenty-four consecutive nonths begi nning on or
after January 1, 1993, as approved and certified by the oil
conservation division of the energy, mnerals and natural
resources departnment pursuant to the Natural Gas and Crude
G| Production Incentive Act;

O "well workover project" means any procedure
undertaken by the operator of a natural gas or crude oil well
that is intended to increase the production fromthe well and
that has been approved and certified by the oil conservation
di vision of the energy, mnerals and natural resources

department pursuant to the Natural Gas and Crude O |
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Producti on | ncentive Act;

[

P. "stripper well property"” nmeans a crude oil or
nat ural gas producing property that is assigned a single
production unit nunber by the departnent and is certified by
the oil conservation division pursuant to the Natural Gas and
Crude G| Production Incentive Act to have produced in the
precedi ng cal endar year:

(1) if a crude oil producing property, an
average daily production of less than ten barrels of oil per
eligible well per day;

(2) if a natural gas producing property, an
average daily production of less than sixty thousand cubic
feet of natural gas per eligible well per day; or

(3) if a property with wells that produce
both crude oil and natural gas, an average daily production
of less than ten barrels of oil per eligible well per day, as
determ ned by converting the volune of natural gas produced
by the well to barrels of oil by using a ratio of six
t housand cubic feet to one barrel of oil

Q "average annual taxable value" neans as
appl i cabl e:

(1) the average of the taxable value per one
t housand cubic feet, determ ned pursuant to Section 7-31-5
NMSA 1978, of all natural gas produced in New Mexico for the
speci fied cal endar year as determ ned by the departnent; or HTRC/ HBs
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(2) the average of the taxable value per
barrel, determ ned pursuant to Section 7-31-5 NMSA 1978, of
all oil produced in New Mexico for the specified cal endar
year as determ ned by the departnent; and

R "tax" neans the oil and gas severance tax."

Section 2. Section 7-29-4 NVBA 1978 (being Laws 1980,
Chapter 62, Section 5, as anended) is anended to read:
"7-29-4. AL AND GAS SEVERANCE TAX | MPOSED- -
COLLECTI ON- - | NTEREST OMNER' S LI ABI LI TY TO STATE- -1 NDI AN
LI ABI LI TY. - -

A. There is inposed and shall be collected by the
departnment a tax on all products that are severed and sold,
except as provided in Subsection B of this section. The
measure of the tax and the rates are:

(1) on natural gas severed and sold, except
as provided in Paragraphs (4), (6) and (7) of this
subsection, three and three-fourths percent of the taxable
val ue determ ned pursuant to Section 7-29-4.1 NVSA 1978;

(2) on oil and on other liquid hydrocarbons
renmoved from natural gas at or near the well head, except as
provi ded in Paragraphs (3), (5), (8) and (9) of this
subsection, three and three-fourths percent of taxable value
determ ned pursuant to Section 7-29-4.1 NVBA 1978;

(3) on oil and on other |iquid hydrocarbons

renoved from natural gas at or near the well head produced
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froma qualified enhanced recovery project, one and seven-
ei ght hs percent of the taxable value determ ned pursuant to
Section 7-29-4.1 NVBA 1978, provided that the annual average
price of west Texas internediate crude oil, determ ned by the
departnment by averaging the posted prices in effect on the
| ast day of each nmonth of the twelve-nonth period endi ng on
May 31 prior to the fiscal year in which the tax rate is to
be i nposed, was |ess than twenty-eight dollars ($28.00) per
barr el

(4) on the natural gas froma well workover
project that is certified by the oil conservation division of
the energy, mnerals and natural resources departnent inits
approval of the well workover project, two and forty-five
hundr edt hs percent of the taxable val ue determ ned pursuant
to Section 7-29-4.1 NWVBA 1978, provided that the annual
average price of west Texas internediate crude oil
determ ned by the departnment by averagi ng the posted prices
in effect on the last day of each nonth of the twel ve-nonth
period ending on May 31 prior to the fiscal year in which the
tax rate is to be inposed, was |less than twenty-four dollars
($24.00) per barrel;

(5) on the oil and on other liquid
hydr ocar bons renoved from natural gas at or near the well head
froma well workover project that is certified by the oil

conservation division of the energy, mnerals and natural
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resources departnment in its approval of the well workover
project, two and forty-five hundredths percent of the taxable
val ue determ ned pursuant to Section 7-29-4.1 NVSA 1978,

provi ded that the annual average price of west Texas
internmediate crude oil, determ ned by the departnent by
averagi ng the posted prices in effect on the |last day of each
mont h of the twelve-nonth period ending on May 31 prior to
the fiscal year in which the tax rate is to be inposed, was

| ess than twenty-four dollars ($24.00) per barrel

(6) on the natural gas froma stripper well
property, one and seven-ei ghths percent of the taxable val ue
det erm ned pursuant to Section 7-29-4.1 NMSA 1978, provided
t he average annual taxable value of natural gas was equal to
or less than one dollar fifteen cents ($1.15) per thousand
cubic feet in the cal endar year preceding July 1 of the
fiscal year in which the tax rate is to be inposed,;

(7) on the natural gas froma stripper well
property, two and thirteen-sixteenths percent of the taxable
val ue determ ned pursuant to Section 7-29-4.1 NVSA 1978,
provi ded that the average annual taxable value of natural gas
was greater than one dollar fifteen cents ($1.15) per
t housand cubic feet but not nore than one dollar thirty-five
cents ($1.35) per thousand cubic feet in the cal endar year
preceding July 1 of the fiscal year in which the tax rate is

to be inposed;
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(8 on the oil and on other l|iquid
hydr ocar bons renoved from natural gas at or near the well head
froma stripper well property, one and seven-ei ghths percent
of the taxabl e value determ ned pursuant to Section 7-29-4.1
NVMSA 1978, provided that the average annual taxable val ue of
oil was equal to or less than fifteen dollars ($15.00) per
barrel in the cal endar year preceding July 1 of the fisca
year in which the tax rate is to be inposed;

(9) on the oil and on other liquid
hydr ocar bons renoved from natural gas at or near the well head
froma stripper well property, two and thirteen-sixteenths
percent of the taxable value determ ned pursuant to Section
7-29-4.1 NMSA 1978, provided that the average annual taxable
value of oil was greater than fifteen dollars ($15.00) per
barrel but not nore than eighteen dollars ($18.00) per barre
in the cal endar year preceding July 1 of the fiscal year in
which the tax rate is to be inposed; and

(10) on carbon dioxide, three and three-
fourths percent of the taxable value determ ned pursuant to
Section 7-29-4.1 NMSA 1978.

B. The tax inposed in Subsection A of this

section shall not be inposed on:

(1) natural gas severed and sold froma
production restoration project during the first ten years of

production follow ng the restoration of production, provided
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that the annual average price of west Texas internediate
crude oil, determ ned by the departnent by averaging the
posted prices in effect on the |last day of each nonth of the
twel ve-nonth period ending on May 31 prior to each fisca
year in which the tax exenption is to be effective, was |ess
than twenty-four dollars ($24.00) per barrel; and
(2) oil and other liquid hydrocarbons

renmoved from natural gas at or near the well head froma
production restoration project during the first ten years of
production followi ng the restoration of production, provided
that the annual average price of west Texas internediate
crude oil, determ ned by the departnent by averaging the
posted prices in effect on the last day of each nonth of the
twel ve-nont h period ending on May 31 prior to each fisca
year in which the tax exenption is to be effective, was |ess
than twenty-four dollars ($24.00) per barrel

C. Every interest owner shall be liable for the
tax to the extent of his interest in such products. Any
Indian tribe, Indian pueblo or Indian shall be liable for the
tax to the extent authorized or permtted by | aw

D. The tax inposed by this section may be

referred to as the "oil and gas severance tax"."
Section 3. Section 7-29B-2 NWVSBA 1978 (being Laws 1995,
Chapter 15, Section 2, as anended) is anended to read:

"7-29B- 2. DEFI NI TI ONS. --As used in the Natural Gas and
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Crude O | Production Incentive Act:

A.  "average annual taxable value" means the
average of the taxable value per barrel, determ ned pursuant
to Section 7-31-5 NMSA 1978, of all oil produced in New
Mexi co for the specified cal endar year as determ ned by the
depart nment;

B. "average daily production"” nmeans, for any
crude oil or natural gas property assigned a single
production nunber by the departnent, the nunber derived by
dividing the total volune of crude oil or natural gas
production fromthe property reported to the division during
a cal endar year by the sum of the nunber of days each
eligible well within the property produced or injected during
t hat cal endar year;

C. "departnent” neans the taxation and revenue
depart nment;

D. "division" means the oil conservation division
of the energy, mnerals and natural resources departnent;

E. "eligible well"” neans a crude oil or natural
gas well that produces or an injection well that injects and
is integral to production for any period of tine during the
precedi ng cal endar year;

F. "natural gas" neans any conbusti bl e vapor
composed chiefly of hydrocarbons occurring naturally;

G "operator" neans the person responsible for HTRC/ HBs
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the actual physical operation of a natural gas or oil well;

H  "person"” means any individual or other Iegal
entity, including any group or conbination of individuals or
other legal entities acting as a unit;

I. "production restoration incentive tax
exenption" nmeans the tax exenption set forth in Subsection B
of Section 7-29-4 NMSA 1978 for natural gas or oil produced
froma production restoration project;

J. "production restoration project” neans the use
of any process for returning to production a natural gas or
oil well that had thirty days or |ess of production in any
period of twenty-four consecutive nonths begi nning on or
after January 1, 1993 as approved and certified by the
di vi si on;

K.  "severance" neans the taking fromthe soil of
any product in any nmanner what soever;

L. "stripper well property"” nmeans a crude oil or
nat ural gas producing property that is assigned a single
production unit nunber by the departnent and:

(1) if a crude oil producing property,
produced an average daily production of |less than ten barrels
of oil per eligible well per day for the precedi ng cal endar
year;

(2) if a natural gas producing property,

produced an average daily production of |ess than sixty

HTRC/ HBs
281 & 436
Page 12



t housand cubic feet of natural gas per eligible well per day
during the precedi ng cal endar year; or

(3) if a property with wells that produce
both crude oil and natural gas, produced an average daily
production of less than ten barrels of oil per eligible well
per day for the preceding cal endar year, as determ ned by
converting the volunme of natural gas produced by the well to
barrels of oil by using a ratio of six thousand cubic feet to
one barrel of oil;

M "stripper well incentive tax rates" neans the
tax rates set forth in Paragraphs (6) through (9) of
Subsection A of Section 7-29-4 NVSBA 1978 and in Paragraphs
(4) through (7) of Subsection A of Section 7-31-4 NVSA 1978
for natural gas or oil produced froma well within a stripper
wel | property;

N. "well workover incentive tax rate" neans the
tax rate set forth in Paragraphs (4) and (5) of Subsection A
of Section 7-29-4 NMSA 1978 on the natural gas or oi
produced froma well workover project; and

O "well workover project" means any procedure
undertaken by the operator of a natural gas or oil well that
is intended to increase the production fromthe well and that
has been approved and certified by the division."

Section 4. Section 7-29B-3 NWVBA 1978 (being Laws 1995,
Chapter 15, Section 3, as anended) is anended to read: HTRC/ HBs
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"7-29B-3. APPROVAL OF PRODUCTI ON RESTORATI ON PRQIECTS
VWELL WORKOVER PROJECTS AND STRI PPER WELL PROPERTI ES. - -
A. A natural gas or oil well shall be approved by
the division as a production restoration project if:

(1) the operator of the well nakes
application to the division in accordance with the provisions
of the Natural Gas and Crude G| Production Incentive Act and
rul es adopted pursuant to that act for approval of a
production restoration project and the application is nade
within twelve nonths of the conpletion of the production
restoration project; and

(2) the division records show that the well
had thirty days or |less of production in any period of
twenty-four consecutive nonths beginning on or after January
1, 1993.

B. A natural gas or oil well shall be approved by
the division as a well|l workover project if:

(1) the operator of the well nakes
application to the division in accordance with the provisions
of the Natural Gas and Crude G| Production Incentive Act and
rul es adopted pursuant to that act for approval of a well
wor kover proj ect;

(2) the division determ nes that the
procedure perfornmed by the operator of the well is a

procedure to increase the production fromthe well, but is
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not routine maintenance perforned by a prudent operator to
maintain the well in operation. Such procedures may include,
but are not limted to:

(a) re-entry into the well to drill
deeper, to sidetrack to a different | ocation or to reconplete
for production;

(b) reconpletion by reperforation of a
zone fromwhich natural gas or oil has been produced or by
perforation of a different zone;

(c) repair or replacenent of faulty or
damaged casing or rel ated downhol e equi prent;

(d) fracturing, acidizing or
installing conpression equi pnent; or

(e) squeezing, cenmenting or installing
equi pnent necessary for renmpval of excessive water, brine or
condensate fromthe well bore in order to establish, continue
or increase production fromthe well; and

(3) the operator of the well submts to the
di vi si on evidence of a positive production increase over the
production rate of the well prior to the workover. The
operator nust submt a production curve or tabul ation nade up
of at least twelve nonths' production prior to the workover
and at | east three nonths' production follow ng the workover
that reflects a positive production increase fromthe

wor kover. The production curve or tabulation nust be
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certified by the operator as that of the well on which a
wor kover was perforned.

C. A natural gas or crude oil producing property
shall be approved and certified by the division as a stri pper
wel | property if the division records show that the property
is assigned a single production unit nunber by the departnent
and:

(1) if a crude oil producing property,
produced an average daily production of |less than ten barrels
of oil per eligible well per day for the precedi ng cal endar
year;

(2) if a natural gas producing property,
produced an average daily production of |ess than sixty
t housand cubic feet of natural gas per eligible well per day
during the precedi ng cal endar year; or

(3) if a property with wells that produce
both crude oil and natural gas, produced an average daily
production of less than ten barrels of oil per eligible well
per day for the preceding cal endar year, as determ ned by
converting the volune of natural gas produced by the well to
barrels of oil by using a ratio of six thousand cubic feet to
one barrel of oil."

Section 5. Section 7-29B-4 NWVSBA 1978 (being Laws 1995,
Chapter 15, Section 4) is anmended to read:

"7-29B-4. APPLI CATI ON PROCEDURES- - CERTI FI CATI ON OF
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APPROVAL- - RULES- - ADM NI STRATI ON. - -

A. The operator of a proposed production
restoration project or well workover project shall apply to
the division for approval of a production restoration project
or a well workover project in the formand manner prescribed
by the division and shall provide any rel evant material and
information the division requires for that approval

B. Upon a determ nation that the project conplies
with the provisions of the Natural Gas and Crude QG|
Production Incentive Act and rul es adopted pursuant to that
act, the division shall approve the application and shal
issue a certification of approval to the operator and
designate the natural gas or oil well as a production
restoration project or well workover project, as applicable.

C. In addition to the powers enunerated in
Section 70-2-12 NVBA 1978, the division shall adopt,
promul gate and enforce rules to carry out the provisions of
the Natural Gas and Crude QG| Production Incentive Act.

D. The division shall consider and approve
applications for approval of a production restoration project
or well workover project wthout hol ding hearings on the
applications. |If the division denies approval of an
application pursuant to such a process, the division, upon
the request of the applicant, shall set a hearing of the

application before an exam ner appointed by the division to
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conduct the hearing. The hearing shall be conducted in
accordance with the provisions of the Gl and Gas Act for
such hearings."

Section 6. Section 7-29B-5 NWVSA 1978 (being Laws 1995,
Chapter 15, Section 5) is anmended to read:

"7-29B-5. NOTI CE TO SECRETARY OF TAXATI ON AND
REVENUE. - - The division shall notify imediately the secretary
of taxation and revenue upon

A. adoption of rules pursuant to the provisions
of the Natural Gas and Crude G| Production |Incentive Act;

B. certification of the date that production has
been restored on a production restoration project;

C. certification of the date that a well workover
proj ect has been conpleted; and

D. certification of the stripper well properties
for the fiscal year."

Section 7. Section 7-29B-6 NWVSA 1978 (being Laws 1995,
Chapter 15, Section 6) is anmended to read:

"7-29B-6. QUALI FI CATI ON FOR PRODUCTI ON RESTORATI ON
I NCENTI VE TAX EXEMPTI ON AND VWELL WORKOVER AND STRI PPER WELL
PROPERTY | NCENTI VE TAX RATE- - SECRETARY OF TAXATI ON AND
REVENUE APPROVAL- - REFUND. - -

A.  The person responsible for paying the oil and
gas severance tax on natural gas or oil produced froma

production restoration project shall qualify to receive a
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ten-year production restoration incentive tax exenption upon:

(1) application to the departnent in the
form and manner prescribed by the department for approval for
the ten-year production restoration incentive tax exenption

(2) submssion of the certification of
approval fromthe division and designation of the natural gas
or oil well as a production restoration project; and

(3) subm ssion of any other rel evant
material that the secretary of taxation and revenue deens
necessary to adm nister the applicable provisions of the
Natural Gas and Crude G| Production |Incentive Act.

B. The person responsible for paynent of the oi
and gas severance tax on natural gas or oil produced froma
wel | wor kover project shall qualify for the well workover
incentive tax rate on all the natural gas or oil produced by
t hat project upon

(1) application to the departnent in the
form and manner prescribed by the department for approval to
apply the well workover incentive tax rate to the natural gas
or oil produced froma well workover project;
(2) subm ssion of the certification fromthe
di vi si on of approval and designation of the natural gas or
oil well as a well workover project; and
(3) any other relevant material that the
departnment considers necessary to admini ster the applicable HTRC/ HBs
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provi sions of the Natural Gas and Crude G| Production
I ncentive Act.

C. The person responsible for paying the oil and
gas severance tax and the oil and gas energency school tax on
natural gas and crude oil produced froma stripper well
property shall qualify to receive the stripper well property
incentive tax rate for the fiscal year follow ng
certification by the division in the formand manner agreed
to by the division and the departnent designating the
property as a stripper well property. The division shal
certify stripper well properties for cal endar year 1998 no
| ater than June 30, 1999 and no later than June 1 of each
succeedi ng year for the precedi ng cal endar year

D. The production restoration incentive tax
exenption shall apply to natural gas or oil produced froma
production restoration project beginning the first day of the
month following the date the division certifies that
production has been restored and ending the |ast day of the
tenth year of production follow ng that date. The well
wor kover incentive tax rate applies to the natural gas or oi
produced froma well workover project beginning the first day
of the nonth following the date the division certifies that
the wel |l workover project has been conpleted. The stripper
wel | property incentive tax rates apply to the natural gas or

oil produced froma stripper well property in the twelve
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mont hs beginning May 1 prior to July 1 of the fiscal year to
which the certification of the property as a stripper well
property applies.

E. The person responsible for paynent of the oi
and gas severance tax on natural gas or oil production from
an approved well workover project may file a claimfor credit
against current tax liability or for refund in accordance
with Section 7-1-26 NMSA 1978 for taxes paid in excess of the
anmount due using the well workover incentive tax rate.

Not wi t hst andi ng t he provisions of Subsection E of Section
7-1-26 NMSA 1978, any such refund granted shall be made in
the formof a credit against any future oil and gas severance
tax liabilities incurred by the taxpayer.

F. Well workover projects certified prior to July
1, 1999 shall be deened to be approved and certified in
accordance with the provisions of this 1999 act and natural
gas or oil produced fromthose projects shall be eligible for
the well workover incentive tax rate effective begi nning July
1, 1999.

G The secretary of taxation and revenue nmay
adopt and pronul gate rules to enforce the provisions of this
section."

Section 8. Section 7-31-2 NMSA 1978 (being Laws 1959,
Chapter 54, Section 2, as anended) is anended to read:
"7-31-2. DEFINITIONS.--As used in the Gl and Gas HTRC/ HBs
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Emer gency School Tax Act:

A, "comm ssion", "department" or "division" means
the taxation and revenue departnent, the secretary of
taxation and revenue or any enpl oyee of the departnment
exercising authority lawfully del egated to that enpl oyee by
the secretary;

B. "production unit" neans a unit of property
desi gnated by the departnment from which products of common
ownership are severed

C. "severance" neans the taking fromthe soil of
any product in any nmanner what soever;

D. "value" neans the actual price received from
products at the production unit, except as otherw se provided
in the Gl and Gas Energency School Tax Act;

E. "product" or "products" neans oil, natural gas
or liquid hydrocarbon, individually or any conbination
t hereof, or carbon di oxi de;

F. "operator" means any person:

(1) -engaged in the severance of products
froma production unit; or

(2) owning an interest in any product at the
time of severance who receives a portion or all of such
product for his interest;

G "purchaser" means a person who is the first
purchaser of a product after severance froma production HTRC/ HBs
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unit, except as otherwi se provided in the G| and Gas
Emer gency School Tax Act;

H  "person"” means any individual, estate, trust,
recei ver, business trust, corporation, firm copartnership,
cooperative, joint venture, association, limted liability
company or other group or combination acting as a unit, and
the plural as well as the singular nunber;

I. "interest owner" means a person owni ng an
entire or fractional interest of whatsoever kind or nature in
the products at the time of severance froma production unit
or who has a right to a nonetary paynent which is determ ned
by the val ue of such products;

J. "stripper well property"” neans a crude oil or
nat ural gas producing property that is assigned a single
production unit nunber by the departnent and is certified by
the oil conservation division of the energy, mnerals and
nat ural resources departnent pursuant to the Natural Gas and
Crude G| Production Incentive Act to have produced in the
precedi ng cal endar year:

(1) if a crude oil producing property, an
average daily production of less than ten barrels of oil per
eligible well per day;

(2) if a natural gas producing property, an
average daily production of less than sixty thousand cubic

feet of natural gas per eligible well per day; or
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(3) if a property with wells that produce
both crude oil and natural gas, an average daily production
of less than ten barrels of oil per eligible well per day, as
determ ned by converting the volune of natural gas produced
by the well to barrels of oil by using a ratio of six
t housand cubic feet to one barrel of oil; and

K.  "average annual taxable val ue" neans as
appl i cabl e:

(1) the average of the taxable value per one
t housand cubic feet, determ ned pursuant to Section 7-31-5
NMSA 1978, of all natural gas produced in New Mexico for the
speci fied cal endar year as determ ned by the departnent; or

(2) the average of the taxable value per
barrel, determ ned pursuant to Section 7-31-5 NMSA 1978, of
all oil produced in New Mexico for the specified cal endar
year as determ ned by the departnent; and

L. "tax" neans the oil and gas emergency schoo

tax."
Section 9. Section 7-31-4 NVSA 1978 (being Laws 1959,
Chapter 54, Section 4, as anended) is anended to read:
"7-31-4. PRI VILEGE TAX LEVI ED- - COLLECTED BY
DEPARTMENT- - RATE- - | NTEREST OMNER S LI ABI LI TY TO STATE- -1 NDI AN
LI ABI LI TY. - -

A. There is levied and shall be collected by the

department a privilege tax on the business of every person
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severing products in this state. The nmeasure of the tax
shal | be

(1) on oil and on oil and other liquid
hydr ocar bons renoved from natural gas at or near the
wel | head, except as provided in Paragraphs (4) and (5) of
this subsection, three and fifteen hundredths percent of the
t axabl e val ue determ ned pursuant to Section 7-31-5 NVSA
1978;

(2) on carbon dioxide, three and fifteen
hundr edt hs percent of the taxable val ue determ ned pursuant
to Section 7-31-5 NMBA 1978;

(3) on natural gas, except as provided in
Par agraphs (6) and (7) of this subsection, four percent of
t he taxabl e val ue determ ned pursuant to Section 7-31-5 NVBA
1978;

(4) on the oil and on other liquid
hydr ocar bons renoved from natural gas at or near the well head
froma stripper well property, one and fifty-ei ght hundredths
percent of the taxable value determ ned pursuant to Section
7-31-5 NMBA 1978, provided that the average annual taxable
value of oil was equal to or less than fifteen dollars
($15.00) per barrel in the cal endar year preceding July 1 of
the fiscal year in which the tax rate is to be inposed,

(5) on the oil and on other liquid

hydr ocar bons renoved from natural gas at or near the well head
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froma stripper well property, two and thirty-six hundredths
percent of the taxable value determ ned pursuant to Section
7-31-5 NMBA 1978, provided that the average annual taxable
val ue of oil was greater than fifteen dollars ($15.00) per
barrel but not nore than eighteen dollars ($18.00) per barre
in the cal endar year preceding July 1 of the fiscal year in
which the tax rate is to be inposed,;

(6) on the natural gas renpbved from a
stripper well property, two percent of the taxable val ue
determ ned pursuant to Section 7-31-5 NVSBA 1978, provided
that the average annual taxable value of natural gas was
equal to or less than one dollar fifteen cents ($1.15) per
t housand cubic feet in the cal endar year preceding July 1 of
the fiscal year in which the tax rate is to be inposed; and

(7) on the natural gas renpoved from a
stripper well property, three percent of the taxable value
determ ned pursuant to Section 7-31-5 NVBA 1978, provided
that the average annual taxable value of natural gas was
greater than one dollar fifteen cents ($1.15) per thousand
cubic feet but not nore than one dollar thirty-five cents
($1.35) per thousand cubic feet in the cal endar year
preceding July 1 of the fiscal year in which the tax rate is
to be inposed.

B. Every interest owner, for the purpose of

l evying this tax, is deened to be in the business of severing
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products and is liable for this tax to the extent of his
interest in the value of the products or to the extent of his
interest as may be neasured by the val ue of the products.

C. Any Indian tribe, Indian pueblo or Indian is
liable for this tax to the extent authorized or permtted by

| aw.
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